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Ilarch 25, 1988

STATE OF UTAH
Natural Resources
Division of OiI, Gas & iilining
355 West North Temple
3-Triad Center - Suite gSO
SaIt Lake City, Utah 84180

Gent lemen :

This letter,i.s a formal petition to the Board of oi1, Gas& It{ining wlth reference to the dlsposition of the recentlyforfeited Kerley tr{ining & chemi.cals, rnc. reclamati-on bond.covering mining operati-ons at the silver Reef mine in washingtoncounty, utah.

sNI , Inc. is the owner of the Silver Reef mine near Leeds,ulu!:-and is presently working with the utah Reclamation Divisionof oi-], Gas & Mining, under dlrection of Ivlr. Lowell p. Braxtonand his-staff, for the purpose of completing a current RecramationPlan.under which the Silver Reet mi,ne would-receivepermj-t st atus .

Sometime ago, bM, Inc. contracted with Kerley Ntining &
lhelrcals, Inc., an Arizona company, to participaie as theoeslgnared operator on behalf of both parties at the silverReef mine. Part of the consideration to 5M, Inc, rvas that Kerley,as designated operator, wourd post with the Divi,sion of oi1,Gas & Itlini-ng a cash reclamation uono in the amount of g5s,2ioas reclamati-on surety on behalf of Kerley and bftt, rnc. Kerleyreserved the right to terminate their position as designatedoperator, if necessary, and to forfeit their rights in theproj ect .

Due to inhouse problems within their company, Ker1ey wasultimately forced to dissorve their total mining"division. Indoing-so, 5M, Inc.'s agreement with Kerley "p".Ifi"u1Iy inctudedcertain conditions and considerations to 6rir, Inc. in whichKerley had to be current before termination of their obligations
yg"1g be totally effective. The termination of Kerley by5M, rnc. proceeded without Kerley being eurrent as to certainwork commitments and money payments. iherefore, bU, fnc.,sposition at this time is that the Kerley reclama.tion bond ispart of the considerations and money commitments due br\I , rnc.by Kerley as liquidated damages.
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Naturaf Resources
Dj.vision of Oi1, Gas & Mining

_ rt is requested that the bond monies now in the GeneralFund be returned and placed again with the Division of oi1,Gas & Mining for tbe excrusive purpose of providing reclamationsurety once again for the Silver Reef mine.

. rn those projects where 5M, rnc. has posted cash reclamationbonds in the form of cD's, it has been joiitly in the name ofthe Federal or state agency and bNt, rnc., witl the interestthereon-accruing to 5M, rnt. rn this particular case, however,we would not be opposed to the Divi-sion offsetting the inflationfactor by an amount equa.1 to the interest accruing thereon.
The Reclamation Division is now receiving 5M, Inc.'supdated Reclamation pla4 and. wirl requlre reciamation suretybe posted.-o[-TE-ETF6r-Reef mine wifhin 60 days after theDivision has approved the p1an.

At this time it is requested that the Board. give favorableconsideration to the above ma"tter within the time frame compatibleto a11ow 5M, rnc. to use the money in favor of the reclamationsurety bond requirement stated above.

_. Ife appreciate your assistance and help in thi.s matter.should you have a"ny questions or reason to conmuni-cate withus further, please feel free to contact us.

JG: s

gc: Lowel1 P. Braxton.
Administrator, [lineral Resource
Development & Reclamation program
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